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ABSTRACT

The agricultural sector of Kenya’s economy and the structure of

its production units are briefly described. Also discussed are pro-

duction patterns of the major agricultural commodities during

recent years and development of smallholder tea and hybrid com
production. Changes in agricultural prices, production, and trade

are compared. Some inferences are made relating to agricultural

policies and the development of agricultural production.
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SUMMARY

Agriculture has developed in Kenya under the

stable economic and political conditions the

coimtry has maintained since it became indepen-

dent in 1963. Some 80 percent of the country’s 14

million people are dependent on the agricultural

economy. The high rate of population growth
means that progress in agricultural development is

important for continued national growth.

Agricultural development is difficult in Kenya,
for it requires the transformation of people from
subsistence agriculture into scientifically oriented

agriculture. A high standard of farm management
is required to make the needed contribution to the

gross domestic product (GDP). Of the total land

area of 57 million hectares, only 6.84 million are

classified as high-potential agricultural land. Many
of the Kenyan farmers are small-holders, with

most farms being between 0.2 and 12 hectares.

The major agricultural commodities are coffee,

tea, beef, milk, com, sugar, wheat, pyrethrum,

sisal, barley, rice, cashews, and pineapples. From
1967 through 1975, agricultural production, at con-

stant prices, increased about 3.9 percent a year, on
the average. But food production rose only about

2.5 percent, while the population increased about

3.3 percent a year.

Tea, rice, sugarcane, and pineapples have

shown large production increases since 1967, but

wheat production, and beef marketings to the

major slaughter plants, have decreased. Growth in

com and pyrethrum production has been fair. In

several cases, price increases and production can
be related, but price movements do not explain all

instances of increasing or decreasing 'production.

Com output has shown strong responses to price

change, although rainfall is also an important

factor in determining the size of the com crop.

Pubhc policy has restrained some agricultural

prices. During 1967-75, com and wheat prices rose

more than did those of other major crops, except

for sisal. The grain prices, however, had a delayed

reaction to the international price increases that

began in 1972. In Kenya, the big increases did not

come until January 1975. While hybrid com pro-

duction has responded well to price increases,

gains in wheat production will require more than
price incentives. Research and other supporting

programs will be necessary, as will a program of

bringing new land into cultivation in large-scale

imits.

Agricultural imports have increased very rap-

idly since 1967, much faster than agricultural

exports. Major imports have been sugar, fats and
oils, and wheat.
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AGRICULTURAL DEVELOPMENT IN KENYA SINCE 1967

by
Lawrence A. Witucki

Foreign Demand and Competition Division

Economic Research Service

THE ECONOMY
Kenya’s economy has been guided by what may

be called the pragmatic approach. That ideology

has not served as a dominant criterion for actions

to be taken has probably allowed the Government
flexibility in its economic policy. External assis-

tance £md investments have been continually

encouraged.

The economy of Kenya may be described as

mixed in that investment, pricing, and other deci-

sions are made by both the private and the public

sectors. Kenya’s economy has demonstrated

remarkable stability since the country’s indepen-

dence in 1963. Adaptation and development of the

infrastructure left by the colonial administration

have been exceptionally successful.

It has been mainly through this stability that

Kenya has been able to attract outside investment

and continuing assistance and make them effective

in the country’s economic growth.

Kenya’s economy is heavily reliant on external

trade, and until recently, the inflow of investment
and other funds has usually offset the negative

trade balance.

From 1967 through 1973, the gross domestic
product grew 10.3 percent a year in current prices

and 6.6 percent in constant prices. In 1974, it rose

15.2 percent in current prices, but only 3.6 percent

in constant (1964) prices. In 1975, the increase was
again about 3.6 percent in constant prices. This
depressed performance was partly due to the com-
bination of inflation and recession in the econo-

mies of Kenya’s trading partners.

Because of high import costs for petroleum and
inflated costs for other imports, Kenya’s balance-

of-payments deficit became severe in 1974 and has
continued. In July 1975, the International Mon-
etary Fund (IMF) approved a new Extended Fund
Facility resource of 67.2 million Special Drawing
Rights for Kenya.

In October 1975, the Kenya shilling was
devalued from 7.14 KSh’s to the dollar to 8.16

KSh’s to the dollar. An objective is that this should

encourage renewed growth and development of

agriculture, and inhibit uneconomic types of manu-
facturing and construction.

THE AGRICULTURAL SECTOR
Agriculture plays a key role in Kenya’s economic

development. It presently generates about 30 percent

of the GDP. It has made the country generally self-

sufficient in food, although since 1971 the value of

agricultural imports has grown very rapidly.

Agriculture provides employment or economic
activity to a large proportion of the population,

and it also generates a large percentage of the

nation’s exports. In 1973, 68 percent of the value of

exports to countries outside East Africa came from
the agricultural sector, and about 63 percent of

total exports (including those to East Africa) were

agricultural.

Agricultural product in the monetary sector

during 1967-73 increased 9.8 percent a year in cur-

rent prices—nearly the same as the growth rate for

total GDP. But production in the monetary sector

in 1973 was less than half—47 percent—of the esti-

mated value of total agricultural product. The
value of total agricultural product grew about 7.6

percent a year in current prices during 1967-73, and
as a share of the GDP, it declined from about 35 to
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30 percent. In 1974, agricultural production in cur-

rent prices increased by 14 percent over 1973, but

this was mainly because of high export prices for

coffee, tea, and sisal.

While a decline in agriculture as a proportion of

the GDP has been a common pattern as economies

develop, growth in Kenyan agriculture probably

did not reach its potential during the 1967-73

period. Agricultural exports did increase rapidly, at

nearly 12 percent a year, but the value of agricul-

tural imports increased much faster at about 32

percent a year. At the beginning of the period, agri-

cultural imports were valued at only 4 percent of

domestic agricultural product while at the end of

period they were valued at nearly 10 percent of the

agricultural product.

Capital formation in agriculture in 1967-73 grew
at the same rate as agricultural product—7.6 per-

cent a year—and at the end of the period it was
equivalent to 8 percent of the value of agricultural

product. In contrast, overall capital formation grew

16.3 percent a year, and at the end of the period, it

averaged almost 25 percent of the GDP. In genered,

investment to modernize agriculture is likely to be

more difficult than other investments, and it

apparently has not received priority in Kenya. The
proportion of total capital formation taking place

in agriculture declined from 13.3 percent in 1967 to

only 9.1 percent in 1973. From 1964 to 1973, the

Government’s annual fixed investment in agricul-

ture reportedly declined from 28 to 14 percent of

the total. Additional and appropriate investment in

agriculture is probably called for, as such

investment is likely to yield favorable returns.

The IMF has reported that manufacturing has
been emphasized by the Kenyan Government, that

agricultural investment has been neglected, and
that some agricultural commodity prices to pro-

ducers have been kept low. Although the Govern-
ment has been exhorting people to “go back to the

land,” the economic reality has not favored agricul-

ture. The investment in manufacturing and con-

struction has led to increased imports of capital

and intermediate goods.

Employment in Agriculture

Kenya’s population, which is increasing at a

very rapid rate of 3.3 percent a year, was estimated

to be nearly 14 million in 1975. In 1970, about 80

percent of the population was rural.^ Of the total

population, 40 percent was economically active,

and of the economically active population, about 80
percent was in agriculture. Some 32 percent of the

wage employment is in agriculture.

^Production Yearbook 1974, Food and Agriculture
Organization of the United Nations, Rome.

With the growth and change in the economy,
the rate of migration from rural to urban areas has
increased. This is especially true for young men
who may not be able to secure land or who are not

remuneratively employed, but who have gained
some education. Employment on farms may not

seem very attractive or offer hope for betterment.

Although employment opportunities in urban areas

are limited, the potential benefits from employment
are very high. Part of this is due to the much
greater provision of modem public services to

workers in urban areas and to subsidies on food in

urban areas.

As a result of the migration from rural areas,

labor shortages are experienced on farms while at

the same time many people in urban areas are

unemployed. Labor shortages have been reported

in the production of coffee, cotton, sugar, and tea,

especially for tea picking.

It is difficult to bring people from the sub-

sistence agricultural sector into the modem agricul-

tural sector, where employment can be .more
rewarding. Kenya’s neighbor, Tanzania, now has a
policy for agricultural development based on a
belief that if there is to be rapid progress, people

have to be settled in villages. Then, it is said,

extension education can work effectively. Uganda,
another neighbor, is also taking more direct steps

to mobilize unemployed people. One aspect involves

an attempt to get better utilization of land through
land allocation by Government.

The Kenyan Government has been making land

available to many, and has recently indicated that

future investments will be more concerned with

employment-generating benefits than previously.

The achievement of a satisfactory employment rate

is a most important condition for continued

national stability and economic progress.

In early 1975, a number of steps were taken to

make agriculture more attractive. Agricultural pro-

ducer prices, as well as retail food prices, were

increased considerably in January. Then in May,
minimum wages for farmworkers were increased

by 100 percent. Wage levels for other groups were

also increased but by lesser eimounts. Wage levels

of Government employees, for example, were

increased by about 5 percent.

Land

Agricultural production in Kenya is highly

dependent on limited areas of good land and is

subject to high variability in rainfall.

Of Kenya’s approximately 57 million hectares of

land area, only 12 percent, or about 6.84 million

hectares, are classed as high-potential agricultural

land. This land receives 857.5 millimeters or more
of rainfall in a year, on average. Medium-potential

land makes up 5.5 percent, or about 3.14 million
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hectares. The 74 percent classed as low-potential

agricultural land has an annual rainfall of 612.5

millimeters or less. The remaining 8.5 percent of

the land area is reserved for public use. A number
of irrigation schemes Ijave been ^developed, but

only a small area is irrigated so far. The area in

irrigated rice' about 7,000 hectares, has not

changed much in recent years.

Resource Conservation

About 4 percent of Kenya’s total land area is in

forests and woodlands. As in many other devel-

oping countries, the trees are being cut faster than
they are being grown. This is particularly serious

in relatively dry areas and in hilly areas. Water
and soil losses are very substantial, and they

increase where the ecology is harmed by removal
of vegetation. Forest or tree management is very

difficult in areas populated by poor people, how-
ever, as the wood resource is important to those

with little cash or other resources.

Because of harmful denudation of some areas by
charcoEd cutters, a ban on exports of charcoal is a

recurring issue in Kenya.
The Government is undertaking its second for-

estry plantation project, which will provide for the

establishment and further development of some
160,000 hectares. Loans from the World Bank will

cover about 36 percent of total project costs.

Agricultural Holdings

With the phasing out of the large European
farms, agricultural production units in Kenya are

predominately small, generally ranging between
0.2 and 12 hectares. Typically, large farms are

owned jointly by groups of African families, while

some are owned by individual Africans. About 200
European farmers reportedly own some 325,000

hectares.2

A large proportion of the hybrid com is now
grown on small-scale farms. Small holders are also

predominant in the production of pyrethrum.

About 100,000 families are involved, with many
pyrethrum plots being 1/8 to 1/2 hectare in size.^

In tea, small-holder production has increased rap-

idly, with small holders accounting for 59 percent

of total tea acreage in 1974. During the last 3

years, many large coffee estates have been trans-

ferred from foreign to African ownership. In 1974,

coffee estates covered 27,000 hectares, while coffee

on small holdings was up to 54,000 hectares,

accounting for 67 percent of the total coffee area.”*

Some 511,480 hectares of former European-
owned farms were resettled between 1963 and 1974.

2The Ministry of Lands, Kenya, 1975
^U.S. Agricultural Attache, Nairobi.

^Coffee Production in Africa, U.S. Dept, of Agr., For-
eign Agricultural Service, FAS M-266, Sept. 1975.

In 1971, the subdivision of farms to individuals

was discontinued. Since then, farms have been
kept intact and managed by personnel from the

Settlement Fund Trustees on behalf of the group
membership of each farm.

In a few districts, farming continues to be car-

ried out predominantly on large-scale holdings.

These farms run from 20 to 20,000 hectares. In

1973, there were 3,165 large farms on 2,657,700 hec-

tares. Of this, 1,810,700 hectares were uncultivated

meadows and pastureland.

The World Bank has agreed to proVide assis-

tance to group farms in the large-farm sector. Over
a 4-year period, $15 million in loans will be pro-

vided to increase the marketed output of wheat,

com, milk, and coffee by $10 million. Some 90

large-scale mixed farms in the Rift Valley Province

and 36 coffee estates in the Central Province will

be assisted. The number of group farm owners
affected is estimated at 13,000. Credit, manage-
ment, and technical assistance is to be made avail-

able to these farmers by the Kenyan Government.

Agricultural Production

Total agricultural output has been increasing in

Kenya, but in recent years food production has
tended to increase at a rate slower than the popu-

lation growth rate. From 1967 to 1975, total

agricultural production, in constant prices, increased

an average of 3.9 percent a year. Crop production rose
an average of 5.3 percent annually, but food

production gained only 2.5 percent.® In 1975, total

agricultural production was virtually imchanged
from 1974.

Tea, rice, sugEircane, and pineapples had large

production increases during 1967-74. Sugar produc-

tion increased by about 9.3 percent a year from

1967 through 1975. Consumption during 1967-73

had been increasing at nearly 11 percent per year,

and reached nearly 220,000 metric tons in 1974.

But in 1975, a decline occurred when retail sugar

prices were increased by 46 percent or to about 22

cents a pound. In September 1975, imported sugar

was reported to cost about 25 cents a poimd. In

recent years, sugEur has been the highest valued

import. For 1976, total consumption is estimated at

210,000 metric tons and imports may be 40,000

metric tons.

Over the 1967-75 period, growth was fair for

com and pyrethrum production, with renewed

growth for these items, as well as for sisal, evident

since 1970. Coffee production showed good growth,

but it has been slowing down since 1970. However,

new plantings are no longer prohibited and
renewed production increases ceui be expected, par-

ticularly if prices hold at generally favorable lev-

®ERS indices.
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els. The Coffee Board has announced no plans to

expand the overall coffee area.

During 1967-71, baconer hog production showed
good growth, wheat and cotton had fair growth

rates, but beef production showed only a very

slight gain. Since 1971, however, cotton and wheat
production, and beef deliveries to the Kenya Meat
Commission, have declined.

Production and price patterns

In several cases, price increases for Kenya’s

agricultural products appear to be directly related

to production increases. However, it is also

apparent that price movements do not explain all

instances of increasing or decreasing production.

Coffee, which has received consistent and good

price increases, especially since 1972 has also had
generally good growth in production. During 1971-

75, the same was true for com, but during 1967-70,

when prices were lowered, production also

decreased. Of course, weather, particularly rainfall

patterns, has also influenced variations in com
production.

Tea showed consistently good production gains

during 1967-74, but not until 1974 did the price rise

above the 1967 level. The tea development pro-

gram, discussed below, is considered to have had a

large impact on production.

Milk prices rose rapidly from 1969 to 1972.

Deliveries of milk to the Kenya Cooperative Cream-
eries showed good increases, 7.3 percent a year,

from 1970 to 1973, but have since declined. The
producer price, although increased in 1976, no
longer appears attractive, and particularly so for

the feeding of grains or concentrates.

Sisal had large price increases from 1972

through 1974. Production showed renewed growth
from 1970 to 1974, but both production and prices

were down in 1975. Production was down primarily

because of overharvesting in 1974 to take advan-
tage of the very high world prices.

Beef cattle have received consistent price boosts

since 1967, and since 1970 deliveries to the Kenya
Meat Commission have declined. However, it is

estimated that total beef production in the country

has been increasing. Private butchers, with lower

operating costs and greater cattle-buying flex-

ibility, have been outbidding the Meat Commission
for slaughter stock. Prices for lower grade beef

increased slowly during 1967-71, and then rose rap-

idly through 1975.

The modest growth in pyrethrum production

during 1967-75 was accompanied by slight price

increases. Cotton has had persistent and
increasing price boosts, but has had stagnation or

losses in production since 1969.

During 1967-75, com and wheat prices showed
greater variation and increased more than did the

prices for other major crops, except for sisal, which
experienced very severe price fluctuations. Both
grains experienced price lows in 1970. The Wheat
Board did not increase prices much until after

1972. Com prices, on the other hand, were
increased slightly from 1970 to 1972. In contrast to

large price declines for wheat and com during
1967-70, large increases occurred during 1972-75,

but these were delayed compared to world market
price increases. In Kenya, the big increases did not

come until January 1975, when wheat prices were
increased by 50.6 percent and com prices by 63.8

percent. Compared with 1970 lows, these were
increases of 146 percent for wheat and 163 percent

for com.

Large variations in com prices are probably in

considerable part a reflection of the large changes
in domestic (and since 1972, also in international)

supply and demand for this crop.

During poor crops years (mostly associated with

.

low rainfall), the supply of com held by the Maize
and Produce Board becomes the major and most
reliable food source in the country. During such
years, deliveries to the Board can be expected to be
low. A relatively high buying and selling price by
the Board during such years helps it to manage the

tight com supplies, and hopefully avoid importing.

In a good crop year, the demand for com from
the Board for food use is down and deliveries to the

Board are relatively large. A relatively low price by
the Board during a good year assists in equating

supply and demand. This simple case would not

hold during years when a good export market
exists, as was the case in 1972 through 1975.

Com imports were required in 1971, and the

necessity to increase prices became very clear. The
Government showed great faith in the

responsiveness of the many com producers to price

increases. The accepted and official answer to the

com shortage of 1971 was to increase prices. Spe-

cial campaigns to increase inputs and services to

assist producers were not considered necessary.

But com production has benefited from public pro-

grams such as hybrid seed breeding, agronomy,
and fertilizer experiments and demonstrations.

And a reasonably stable, reliable, and accessible

market has been provided through the Maize and
Produce Board.

Wheat is best suited to large-scale production, so

this crop has been greatly affected by the sub-

division of former large European farms. Wheat
continues to be the major crop produced on large

farms, where 121,000 hectares were in wheat in

1970. On small farms and settlement schemes, only

5,500 hectares were in wheat, in contrast to the

995,700 hectares in com. Until very recently, the

large farm area in wheat had been declining from

the high of 139,800 hectares in 1968. Wheat
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imports have become costly and wheat production

has not clearly shown the ppward trend seen in

com production. Former Masai pastoral grazing

areas are being planted to wheat in the Rift Valley

Province.

Development of com production

Kenya began its corn-breeding and extension

program in 1958 with the help of external assis-

tance. U.S. aid began in 1963.® Experiments were

conducted to determine the effects of various cul-

tural and management practices on yields. In 1963,

hybrid seed was first offered to farmers and about

160 hectares were planted, almost all by large-scale

farmers.

By 1966, a hybrid was developed which yielded

about 176 bushels per hectare (71.4 bushels per acre)

in tests, which compared with yields of 31 bushels

per hectare before the program began. In 1967, new
seed was available for all who wanted it and over

100.000 hectares were planted to hybrids—about
46.000 hectares were on small holdings. The hec-

tarage planted to hybrid com has increased rap-

idly, particularly among small-scale farmers.

By 1973, about 318,000 hectares were planted to

hybrids, with small-scale farms accounting for 83

percent. During 1967-73, small holder acreage of

hybrid com increased about 40 percent a year,

while total area under hybrids increased 29 percent

annually. Large-scale farm acreage in hybrid com
increased by 9.8 percent. In 1975, about 400,000

hectares were in hybrids and this was estimated by
the Ministry of Agriculture as being about 33 per-

cent of the relatively static total planted com area.

A field extension program by the Ministry of

Agriculture and a private distribution system for

seed made important contributions to the com
development program. Demonstration plots were
established on small holdings by cooperating farm-

ers. The Food and Agriculture Organization of the

United Nations assisted with these plots.

Tea

Development of tea production in Kenya is an
example of successful agricultural development in

Africa. The virgin forest land of Kenya is well-

suited to tea, and a high-quality product is pro-

duced. Tea was first planted in Kenya in 1903.

Large-scale, commercial production began about
1925. After World War II, estate plantings
expanded rapidly. These estates were part of the
“scheduled” areas of commercial agriculture

reserved for Europeans.

^Agricultural Research, U.S. Dept, of Agr., Agr. Res.
Seru. Nov. 1967.

In 1952, small-holder tea production was started

in Nyeri. In 1955, when the colonial Government
initiated its land reform program, a systematic

consolidation and registration of holdings was
undertaken. Land on which small-holders grow tea

as owner-occupiers is land consolidated imder this

program. An attempt to have African farmers grow
tea on pooled land reportedly failed.

The share of tea acreage held by small holders

rose from about 6 percent in 1960 to 19 percent in

1964, when small-holder tea development was
placed under the newly formed Kenya Tea Devel-

opment Authority. That organization has overall

responsibility for tea nurseries, planting super-

vision, buying and marketing of the green leaf,

and processing. High-level Government support is

given, and external financial assistance has been
obtained. Tea collection and factory access roads
have been built. Through tea, many small holders

became commercial agricultural producers for the

first time.

By 1974, 59 percent of the total tea area of

58,574 hectares was on small-holder farms. Small-

holder tea growers numbered some 90,130. Yields

on these farms are considerably lower than those

on estates, and although land of the required soil

type and rainfall is reported to be strictly limited,

further expansion is being officially encouraged
and planned by the Kenya Tea Development
Authority.

In 1973, 51,472 metric tons of tea were exported

at an f.o.b. value of about $47.5 million. Tea has
been the second highest valued export, next to cof-

fee, for many years, and in 1975 a new export

record of 52,627 metric tons valued at $55.7 million

was reached.

Fertilizer

Kenya’s fertilizer imports rose an average of

11.3 percent a year during 1967-73. Expenditures

on fertilizer, increasing an average of 17 percent

annaully, rose more rapidly than did usage. While
fertilizer expenditures did not increase much faster

than the value of agricultural production in the

monetary sector, they rose faster than did the

value of total agricultural production.

Kenya used an estimated 140,000 metric tons of

fertilizer in the 1975 season, which was consid-

erably below the trend line, probably because of

high prices. In 1972, the Government subsidy on

fertilizer was reduced from a 1971 level of about

$2.8 million—an amount equivalent to about 30

percent of the c.i.f. value of 1971 fertilizer imports.

Fertilizer services and prices have not been

favorable to small farmers, and more competition
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Eimong suppliers has been recommended. The Gov-
ernment has annoimced that from August 1975,

prices would be lowered between 25 and 40 percent.

Consumption on farms is expected to increase to

180,000 metric tons in 1976.

An agreement has been signed by the Govern-
ment to have a fertilizer plant built in Mombasa by
a U.S. firm at a cost of $54 million. Its annual
planned capacity will reportedly be 240,000 metric

tons.

AGRICULTURAL POLICY
With a few exceptions, the Kenyan Government

participates indirectly in the country’s agricultural

production. Through its statutory boards, the Gov-

ernment is involved to various degrees in the mar-
keting and processing of many agricultural com-

modities. The Ministry of Agriculture is directly

involved in the marketing of livestock from the

drier rangelands to markets in the more developed

areas. Another case of a more direct involvement

of Government is in irrigation development. The
National Irrigation Board, a statutory body
answerable to the Ministry of Agriculture, man-
ages the main irrigation schemes.

Kenyan agriculture has required a transition

from the colonial pattern. This process of Afri-

canizing the agricultural base has been difficult,

largely because the experience of most African

farmers was entirely within subsistence agricul-

ture. Government officials recognized that the agri-

cultural sector was clearly in no positon to develop

and fulfill its required role in an expanding
economy without public and private assistance

from outside the sector, and from foreign aid. The
Government has recently stated its intention to

renew its priority for agriculture, including an
increase in investments to agriculture.

In Kenya, food crop production for the domestic

market has not generally been encouraged by the

probability of a large return. One reason is that

food production for sale was not a big item in,the

market economy of Kenya until the mid-1960’s,

when the rapid expansion of the urban population

began. As mentioned above, the Government now
has a policy of maintaining a large reserve of com.
A reserve will provide a basis for increased sta-

bility in food and feed supplies, and should help

greatly to avoid the need to import com. A com
reserve also enables the Government to prevent

famine with more certainty than previously. Some
parts of the coimtry are subject to drought and
food shortages nearly every year.

Food commodity pricing has presented some
questions for policymakers. During excellent com
growing years of the late 1960’s, surplus com was
produced, but world corn prices were relatively low
and it was necessary for the Government to sub-

sidize exports. In subsequent years, producer prices

were reduced. However, during one or two poor

com-growing years that followed, it 'became neces-

sary to import com.
Com prices were increased in 1971, and there-

after, given satisfactory weather, the country was
able to produce enough com for domestic needs, as

well as some for export in the relatively high-priced

export markets of 1973-75. In the case of wheat,

Kenya has been a relatively high-cost producer. In

1971, imported wheat delivered to Nairobi was
lower in price than the domestic wheat. A case was
made for not encouraging “high-cost” domestic

wheat production at that time. In the manu-
facturing sector, however, high import duties were

placed on competing imports. Strong urban polit-

ical forces were a factor in the Government’s down-
ward pressure on food prices.

TRADE AND DEVELOPMENT
Kenya’s economy is highly dependent on a high

rate of external trade for good productivity and
growth. Imports in 1974 totaled well over KSh’s 7

billion, or about $1.0 billion. Exports and re-exports

amounted to more than KSh’s 4 billion, or about
$560 million. Coffee continued to be the major
export, worth over $100 million. Other high valued
exports included tea, sisal, pyrethrum, hides and
skins, and meat and meat preparations. Kenya’s
main trading partners include Great Britain, West
Germany, Japan, and the United States.

Agricultural exports have increased faster than

the total value of agricultural product. During

1967-73, the value of agricultural exports increased

an average of 11.8 percent a year, in contrast to

the 7.6-percent gain for total agricultural produc-

tion and the 9.8-percent increase for production in

the monetary sector. At the beginning of the

period, agricultural exports were valued at 71 per-

cent of total exports, compared with about 68 per-

cent at the end of this period. Total exports rose an
average of 12.2 percent a year during the period.

6



The value of agricultural imports grew at an
average rate of nearly 32 percent a year, increasing

from about 5 percent of total imports at the begin-

ning of the period to nearly 10 percent at the end
of the period. The ratio of total imports to total

exports did not change much. Agricultural imports

increased much faster than total imports, which
grew 13.8 percent a year. Agricultural imports were
valued at only 15 percent of agricultural exports in

1967-69, in contrast to 29 percent during 1971-73.

This gap in the agricultural sector could likely be

filled to a large extent by an increase in production

to reduce agricultural imports and/or increase

exports. Increased agricultural production should

not have been limited by a constraint in demand,
including foreign demand.

A large part of the rapid increase in agricultural

imports occurred after 1971. Major imports have
been sugar, fats and oils, and wheat. In 1973,

sugar accounted for 31 percent of the agricultural

import value, fats and oils for 21 percent, and
wheat for 17 percent. Projects are underway to

expand sugar and wheat production in the next
few years.

Kenya’s economy is highly dependent on strong

foreign markets for its products. When Kenya’s tra-

ding partners are in recession and/or suffer from

inflation, it is virtually guaranteed that these con-

ditions will also be extended to Kenya.
A recent specific commodity example of an inter-

national trading problem is meat. World trade in

meat, particularly beef, was severely contracted in

1974 and 1975. The EEC banned beef imports. This
had negative effects on Kenya’s commercial beef

industry.

Kenya is one of the 41 most seriously affected

nations, as classified by the United Nations.
According to economic indicators reported by the

American Embassy, Nairobi, import and export

price indexes show an 18.5-percent deterioration in

the terms of trade, between 1973 and 1974, drop-

ping from an index of 92 in 1973 to 75 in 1974

(1964=100). Given the difficult economic situation,

the Government has taken more control of the

economy to limit the negative balances of pay-
ments and trade which occurred in 1974 and 1975.

But this means some of the stimulus to growth
from market incentives is reduced. It puts a greater

burden on the Government to provide conditions

for growth, and therefore probably leads to an
increased overall role of Government. The need for

economic defensive action thus may be a major
contributing factor leading to more Government
direction and less market orientation in the Kenya
economy.
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